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FOREWORD 


House  of  Representatives, 
Committee  on  International  Relations. 

Washington,  D.C.,  February  9, 1976. 

This  report  lias  been  submitted  to  the  Committee  on  International 
Relations  by  the  staff  study  mission  that  attended  the  Conference  on 
International  Economic  Cooperation,  December  16-19,  1975. 

The  findings  in  this  report  are  those  of  the  staff  mission  and  do 
not  necessarily  reflect  the  views  of  the  members  of  the  full  Commit- 
tee on  International  Relations. 

Thomas  E.  Morgan,  Chairman. 
am 
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LETTER  OF  TRANSMITTAL 

February  9,  1976. 
Hon.  Thomas  E.  Morgan, 
Chairman,  Committee  on  International  Relations. 

Dear  Mr.  Chairman  :  Transmitted  herewith  is  a  report  of  a  staff 
study  mission  to  the  Conference  on  International  Economic  Coopera- 
tion, which  was  held  in  Paris,  December  16-19,  1975. 

The  CIEC  resumed  the  Producer- Consumer  Dialogue  which  took 
place  in  April  1975  and  is  the  first  major  forum  for  the  consideration 
of  international  economic  issues  since  the  adoption  of  the  Resolution 
on  International  Economic  Cooperation  by  the  Seventh  Special 
Session  of  the  United  Nations  (September  1975) . 

The  Congress  of  the  United  States  has  taken  a  strong  interest  in 
the  various  proposals  and  discussion  regarding  the  restructuring  of 
the  international  economic  system  and  has  taken  an  active  role  in  the 
formulation  of  U.S.  foreign  economic  policy.  Because  of  the  com- 
mittee's interest  and  responsibilities  in  these  matters,  you  assigned  me 
to  attend  and  report  on  the  Conference  on  International  Economic 
Cooperation.  The  report  follows. 

George  M.  Ingram, 

Staff  Consultant. 

■      (V) 
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NORTH-SOUTH  DIALOGUE 


Harmony  or  Acrimony? 

Despite  press  emphasis  on  the  "acrimony''  during  the  resumed 
North-South  Dialogue  (CIEC)  in  Paris,  the' Conference  of  19  devel- 
oping and  8  industrial  nations  x  was,  for  the  most  part,  characterized 
by  harmony,  and,  with  the  exception  of  the  presentations  of  a  few 
delegations,  an  absence  of  the  usual  new  international  economic  order 
rhetoric.  The  ministerial  conference  can  be  judged  a  success  simply 
by  the  fact  that  it  took  place  and  successfully  launched  the  four  com- 
missions— on  Energy,  Raw  Materials,  Development,  and  Finance — - 
and  that  the  normal  rhetoric  was  toned  down — an  indication  that 
many  of  the  participants  are  desirous  of  initiating  a  constructive 
dialogue. 

Conclusion  of  the  CIEC  ministerial  meeting  was  delayed  by  an  Al- 
gerian proposal  that  the  guidelines  2  for  the  commissions  should  be 
made  more  specific.  The  19  developing  nations  were  not  unanimously  in 
favor  of  this  proposal;  many  seemed  to  support  it  only  reluctantly. 
The  compromise  agreement — that  the  cochairmen  will  meet  on  Janu- 
ary 26  to  discuss  the  agenda — should  be  interpreted  as  a  victory  for 
the  moderates  who  are  concerned  that  the  dialogue  and  the  work  of 
the  commissions  commence  without  demanding  that  the  discussion 
and  outcome  be  prejudged. 

There  were  indications  that  the  issue  of  enlargement  of  CIEC — 
increasing  the  representation  of  the  developing  nations — might  be 
raised  during  the  ministerial  conference.  The  fact  that  it  was  not  is 
another  indication  of  the  real  desire  of  many  participants  to  avoid 
acrimony  and  to  establish  a  rhetoric-free  dialogue. 

Of  the  numerous  issues  raised  by  the  new  international  economic 
order  and  the  Sixth  and  Seventh  Special  Sessions  of  the  United  Na- 
tions, those  that  can  be  dealt  with  now  and  on  which  there  are  possible 
actions  and  compromises  on  specific  proposals  are  before  various  in- 
ternational institutions:  monetary  and  aid  issues  are  before  the 
IMF/World  Bank  and  the  regional  lending  institutions;  trade 
issues  are  before  the  GATT ;  UNCTAD  is  working  on  a  code  of  con- 
duct for  technology  transfers :  the  U.N.  is  considering  the  establish- 
ment of  an  international  center  and  bank  for  technology;  considera- 
tion is  being  given  to  the  establishment  of  an  International  Energy 
Institute  and  an  International  Industrialization  Institute:  an  Inter- 
national Fund  for  Agricultural  Development  (IFAD)  is  being  estab- 
lished to  focus  assistance  in  agricultural  production ;  several  specific 
commodity  agreements  have  recently  been  signed. 


i  Industrial  notions  :  Australia,  Canada,  EEC.  Japan,  Spain,  Sweden,  Switzerland,  and 
the  United  States;  Developing  nations:  Algeria,  Argentina.  Brazil.  Cameroon,  Egypt, 
India,  Indonesia.  Iran.  Iraq,  Jamaica,  Mexico,  Nigeria,  Pakistan,  Peru,  Saudi  Arabia, 
Venezuela.  Yugoslavia,  Zaire  and  Zambia. 

2  See  appendix  II,   p.    10. 
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The  hard  issues  regarding  the  restructuring  of  the  international 
economic  system — those  on  which  there  is  least  agreement — indexa- 
tion, energy,  raw  materials — are  before  the  CIEC  commissions.  The 
one  area  regarding  raw  materials  in  which  a  concrete  proposal  has 
been  made — expanding  the  compensatory  financing  mechanism  of 
the  IMF  in  order  to  ease  balanee-of-payments  problems  due  to  the 
decline  in  export  revenues — falls  within  the  broader  issue  of  stabiliza- 
tion of  all  export  earnings  and  is  being  acted  upon  in  the  IMF/ 
World  Bank  forum.  The  espousal  of  the  concepts  of  indexation  and  of 
an  integrated  commodity  program  to  protect  the  price  of  raw  materials 
has  been  utilized  to  publicize  and  draw  attention  to  the  problems  of 
many  developing  nations  in  raw  materials  but  has  not  entailed  any  ex- 
planation of  how  the  concepts  could  be  put  into  effect.  To  a  large 
extent,  the  developing  nations  either  (1)  are  not  sure  where  their 
interests  lie  in  regard  to  raw  materials,  because  most  are  both  exporters 
and  importers,  or  (2)  favor  protecting  raw  material  and  energy  prices 
but  have  no  specific  proposals  for  how  this  could  be  done. 

Likely  Direction  of  CIEC 

Depending  on  the  point  of  view  of  the  particular  country,  CIEC 
can  be  viewed  as  an  undertaking  aimed  at  energy,  at  raw  materials,  at 
development,  or  at  restructuring  the  international  economic  system. 
At  least  initially,  the  United  States  viewed  the  producer-consumer 
dialogue  as  an  energy  conference.  The  continued  priority  the  United 
States  places  on  energy  is  demonstrated  by  its  demand  to  cochair  the 
Energy  Commission.  The  primary  U.S.  goal  on  energy  has  been  to 
seek  a  reduction  in  the  price  of  petroleum.  However.  (1)  the  United 
States  and  the  other  industrial  nations  have  learned  to  live  with  $12/ 
barrel  oil,  and  (2)  there  is  general  agreement  that  if  there  is  to  be  a 
reduction  in  the  price  of  oil,  it  will  come  from  the  play  of  economic  and 
market  forces,  not  from  political  concessions  by  the  OPEC  nations. 
For  their  part,  the  OPEC  nations  are  seeking  protection  from  infla- 
tion for  their  petroleum-  and  investment-generated  income.  To  date, 
this  has  been  done  within  the  confines  of  OPEC.  No  one  has  devised 
a  process  for  indexing  petroleum  within  a  broader  arrangement  and 
it  is  unlikely  the  industrial  oil  consumers  would  consent  if  such  a 
scheme  were  put  forward.  Therefore,  it  would  seem  unlikely  that  any 
concrete  proposals  or  actions  on  energy  will  result  from  CIEC. 

If  the  Tinted  Slates  sees  CIEC  as  mainly  an  energy  conference, 
then  a  failure  to  attain  any  of  its  energy  goals  would  make  it  unlikely 
that  the  United  States  would  grant  concessions  in  any  of  the  other 
areas.  However,  there  are  indications  that  the  United  States  now 
views  CIEC  in  its  broader  context.  This  is  crucial  for  the  developing 
nations,  as  they  see  the  United  States  as  the  kingpin  to  any  significant 
action     as  the  only  nation  with  a  veto. 

Some  interpret  the  U.S.  interest  in  participating  in  CIEC  as  aimed 
,ii  separating  the  OPEC  nations  from  the  other  developing  nations. 
I  f  t  his  is  the  case,  it  will  be  accomplished,  not  by  attacking  OPEC  di- 
rectly, but  through  being  forthcoming  on  the.  problems  faced  by  the 
developing  nations  and  engaging  in  a  full  and  open  dialogue  of  where 
the  interests  of  various  nations  really  lie. 


The  main  benefit  of  CIEC  would  seem  to  be  derived  from  the  estab- 
lishment of  a  real  dialogue  on  the  most  controversial  issues.  To  the 
extent  the  hard  issues  are  confronted  in  the  CIEC  commissions,  they 
can  be  kept  out  of  the  consideration  of  less  intractable  issues  and 
thereby  prevented  from  hindering  progress  elsewhere.  The  tone  set 
at  CIEC  will  affect  the  tone  in  other  forums.  The  second  major  benefit 
from  CIEC  will  be  educative — to  shed  light  on  the  problems  facing 
countries  and  to  move  the  discussion  beyond  the  rhetorical  level  to 
the  consideration  of  specific  problems  and  solutions. 

Commissions 

As  for  the  purposes  to  be  served  by  the  four  commissions,  the  Energy 
Commission,  like  the  CIEC  in  general,  can  hope  mainly  to  establish 
a  dialogue  on  energy  and  bring  a  better  understanding  of  one  another's 
problems.  It  can  serve  to  provide  a  clear  elucidation  of  the  setbacks 
which  high  oil  prices  have  brought  to  economic  conditions  within  in- 
dustrial nations  and  to  the  prospects  for  development  of  Third  and 
Fourth  World  nations — and  thereby  to  international  economic  sta- 
bility and  to  the  economic  interests  of  all  nations — and  to  the  concern 
of  petroleum-exporting  nations  for  protecting  the  earning  power  of 
their  one  source  of  export  revenues. 

The  Raw  Materials  Commission  can  serve  a  similar  goal :  in  partic- 
ular, it  can  help  enlighten  both  sides  to  the  problems  involving  par- 
ticularly commodities  and  possibly  lead  to  the  signing  of  commodity 
agreements  covering  individual  commodities  outside  the  CIEC 
structure. 

It  is  uncertain  the  direction  in  which  the  Development  Commission 
will  go.  It  was  created  at  the  urging  of  the  developing  nations.  It 
would  be  the  commission  that  would  discuss  food  issues  and  broad  de- 
velopmental strategy,  and  could  delve  into  issues  before  the  other 
commissions,  even  into  energy  resource  and  raw  materials  develop- 
ment in  the  developing  countries. 

The  industrial  nations  would  like  to  focus  the  Finance  Commission 
on  the  financial  aspects  of  issues  before  the  other  three  commissions, 
while  the  developing  nations  hope  to  direct  it  toward  a  consideration 
of  the  international  monetary  and  financial  system.  It  is  likely  that 
the  dialogue  will  include  the  broader  picture,  and  the  Commission 
could  be  particularly  useful  in  considering  and  developing  ways  to 
bring  the  OPEC  nations  with  a  major  stake  in  the  Internationa] 
financial  system  into  the  formal  and  informal  consultative  mecha- 
nisms of  international  decision-making.  However,  the  industrial  na- 
tions are  unlikely  to  make  significant  concessions  in  tins  area,  such  as 
granting  the  developing  nations  as  a  whole  a  larger  voice  in  interna- 
tional monetary  decision-making.  (The  OPEC  vote  is  to  be  raised 
from  5  percent  to  10  percent  in  the  IMF,  but  this  is  being  done  in  re- 
turn for  an  increase  in  OPEC's  financial  participation  in  the  IMF 
and  is  not  seen  by  some  developing  nations  as  an  increase  in  the  voice 
of  the  developing  nations  as  a  whole.) 

Decisions  of  CIEC3 

The  ministerial  conference  confirmed  the  cochairmen  of  CIEC — 
Allan  J.  MacEachen   (Secretary  of  Slate    for   External   Affairs  of 

3  See  appendix  II,  p.  10. 


Canada)  and  Manuel  Perez-Guerrero  (Minister  for  International 
Economic  Affairs  of  Venezuela) . 

Each  Commission  is  composed  of  15  nations;  5  industrial  and  10 
developing. 

Energy  Commission. — United  States  and  Saudi  Arabia  (cochair- 
men).  and  Algeria,  Brazil,  Canada.  Egypt,  EEC,  India.  Iron,  Iraq, 
Jamaica,  Japan.  Switzerland.  Venezuela,  and  Zaire. 

Raw  Materials  Commission. — Japan  and  Peru  (cochairmen),  and 
Argentina,  Australia,  Cameroon.  EEC.  Indonesia.  Mexico,  Nigeria, 
Spain,  United  States.  Venezuela,  Yugoslavia,  Zaire,  and  Zambia! 

Development  Commission. — EEC  and  Algeria  (cochairmen),  and 
Argentina,  Cameroon,  Canada,  India.  Jamaica.  Japan,  Nigeria,  Paki- 
stan. Peru,  Sweden.  United  States,  Yugoslavia  and  Zaire. 

Finance  Commission. — EEC  and  Iran  (cochairmen)  and  Brazil, 
Egypt,  India.  Indonesia.  Iraq,  Japan.  Mexico.  Pakistan,  Saudia 
Arabia,  Sweden.  Switzerland.  United  States,  and  Zambia. 

International  organizations  concerned  with  the  matters  being  dis- 
cussed can  be  invited  to  participate  in  the  discussions  of  a  commission 
but  will  not  have  a  vote.  Decisions  will  be  made  by  consensus — deter- 
mined when  there  is  no  objection.  It  is  thought  that  each  commission 
will  meet  for  a  period  of  3  to  5  days  every  -i  to  6  weeks. 

The  cochairmen  will  meet  on  January  26,  1970,  to  consider  the 
agenda  of  the  various  commissions.  The  commissions  will  commence 
meeting  on  February  11.  1976.  A  second  ministerial  meeting  will  take 
place  in  about  1:2  months. 


APPENDIX  I 

Memorandums  From  the  Preparatory  Meeting  for  the  Conference 
on  International  Cooperation,  October  13, 1975 

Aide-memoire  Attached  to  the  French  Government's  Letter  of  Invitation 
Dated   September  15,  19"i5 

1.1.  It  has  been  agreed  that  the  questions  to  be  discussed  during  the  dialogue 
between  industrialized  countries  and  developing  countries  are  energy,  raw  mate- 
rials and  the  problem  of  development,  including  all  related  financial  questions. 

1.2.  These  questions  will  be  dealt  with  on  equal  footing.  The  participants  in 
the  dialogue  will  in  particular  spare  no  effort  to  advance  toward  constructive 
solutions  on  each  of  these  subjects. 

2.1.  A  new  preparatory  meeting  will  be  held  in  Paris  at  as  early  a  date  as 
possible,  and  no  later  than  October  15,  comprising  the  same  members,  at  the 
same  level  and  in  accordance  with  the  same  rules  of  procedure  (particularly 
as  regards  observers)  as  the  preparatory  meeting  last  April. 

2.2.  The  name  of  this  meeting  will  be :  "Preparatory  meeting  for  the  conference 
between  industrialized  countries  and  developing  countries"  or  "Preparatory 
meeting  for  the  conference  on  international  economic  cooperation". 

2.3.  The  task  of  the  preparatory  meeting  will  be  : 

To  confirm  the  consensus  reached  at  the  April  preparatory  meeting  on  the 
convening  of  a  limited  but  representative  conference,  on  the  number  of  its 
participants  and  on  the  procedure  for  their  selection. 

To  submit  to  the  conference  proposals  on  the  setting  up  of  committees  and 
their  composition  (members  and  observers). 

2.4.  The  preliminary  meeting  should  be  prepared  in  such  a  way  that  it  reaches 
a  consensus  within  no  more  than  two  to  three  days. 

3.1.  The  preparatory  meeting  will  be  followed  up,  within  a  maximum  of  two 
months,  by  the  conference  itself.  The  conference  will  comprise  27  members,  eight 
from  the  industrialized  countries  and  19  from  the  developing  countries.  Each  of 
these  two  groups  will  select  its  representatives  to  the  conference  within  one  month 
after  preparatory  meeting. 

3  2.  The  conference  will  open  at  the  ministerial  level.  In  order  to  ensure  the 
actual  participation  of  all  the  ministers,  it  would  be  preferable  that  its  duration 
does  not  exceed  three  days. 

3.3.  The  essential  task  of  the  conference  will  be  to  decide  on  the  proposals  to  be 
submitted  for  its  approval  by  the  preparatory  meeting. 

3  4  This  should  induce  it  to  set  up  four  committees,  corresponding  to  the 
themes  of  the  dialogue,  to  determine  their  composition,  to  set  general  guidelines 
for  them  within  the  framework  of  paragraphs  4.3.  to  4.6.  inclusive  and  to  agree 
on  what  follow-up  their  work  should  have.  .   . 

4  1  These  committees  will  not  have  more  than  15  members.  In  determining 
its  representation  in  each  committee,  each  of  the  two  groups  at  the  conference 
will  choose  from  among  its  members,  those  who,  because  of  their  special  interest 
and  the  overall  significance  of  their  participation  seem  best  suited  to  take  part 
in  order  that  the  work  may  be  carried  out  in  an  effective  and  responsible  man- 
ner The  chairmanship  of  each  of  the  committees  will  be  assumed  by  two  co- 
chairmen  designated  by  each  of  the  two  groups  respectively. 

4.2.  The  committees  will  be  composed  of  high-level  experts  representing  their 

S°4  V The  committee  on  energy,  within  the  framework  of  an  overall  study  of 
nrosneets  for  energy  production  and  consumption  in  the  world,  including  hydro- 
carbons will  be  entrusted  with  facilitating  through  suitable  ways  and  means 
the    arrangements    between    oil    producers    and    consumers    which    may    seem 

ad44aThe  committee  on  raw  materials,  through  suitable  ways  and  mean-  and 
taking  the  existing  situation  into  account,  will  be  entrusted  with  facilitating  the 
arrangements  which  may  seem  advisable  in  the  area  of  raw  material-  includ- 
ing  food  products— which  are  of  particular  interest  to  the  developing  countries. 


4.5.  The  committee  on  development,  through  suitable  ways  and  means  and 
taking  the  existing  situation  into  account,  will  be  entrusted  with  facilitating  the 

arrangements  which  may  seem  advisable  in  the  area  of  cooperation  for 
development. 

4.<>.  The  committee  on  financial  affairs,  while  respecting  the  jurisdiction  of 
international  institutions  (IMF,  world  bank),  will  study  all  financial  problems. 
including  their  monetary  aspects,  related  to  the  work  of  the  three  preceding 
committees.  It  will  be  composed  of  an  appropriate  number  of  members  from 
each  of  these  three  committees. 

4.7.  The  committees  on  raw  materials  and  development  will,  in  particular, 
take  into  consideration  the  work  carried  out  by  other  appropriate  international 
bodies  and  will  establish  the  necessary  contacts  with  these  groups. 

4.8  Joint  meetings  of  the  co-chairmen  of  these  committees  may  be  planned  if 
the  need  arises. 

4. it.  observers  from  organizations  which  are  directly  concerned  with  the  prob- 
lems being  discussed  will  be  able  to  attend  the  committees  and  will  have  the 
right  to  speak. 

5.1.  The  conference  will  meet  again  at  the  ministerial  level  in  about  12 
months. 

5.2.  one  or  several  meetings  of  the  conference  at  the  level  of  government 
officials  may  possibly  be  held  at  least  six  months  after  the  first  meeting  of  the 
conference  at  the  ministerial  level. 


Lists  of  Subjects  To  Be  Discussed  ry  the  Commissions,  as  Proposed  by 
the  United  States  of  America 

COMMISSION    OX    ENERGY 

I  1  i  Oil  prices,  their  relationship  to  long  term  demand  and  supply  for  energy 
and  to  world  economic  progress  : 

(2)  Security  of  supply  and  markets  for  oil  and  oil  products  ; 

(3)  Cooperation  among  developed  and  developing  countries  to  promote  increased 
energy  supplies. 

commission  on  haw  materials 

(1  i    Access  tn  supply  and  markets  for  raw  materials  ; 
(  2  i    Problems  of  stability  of  export  earnings. : 

(3)  Growth  and  diversification  of  export  trade  : 

(4»  Enhancement  of  long  run  supply  of  raw  materials  through  application  of 
capital,  management,  and  technology  with  mutual  respect  tor  contractual 
obligal  ions  : 

(5)  Enhancement  of  functioning  and  stability  of  market^  for  commodities,  in- 
cluding food,  on  a  case-by-case  basis. 

COMMISSION    ON    DEVELOPMENT 

(1)  Problems  caused  by  payments  deficits  of  developing  countries  particularly 
the  most  seriously  affected  ; 

(2)  Financial  assistance,  arrangements  conducive  to  the  transfer  of  techm 

International  investment  and  capital  market  access  to  accelerate  growth  in 

developing  countries  ; 

(■.',>  Promotion  of  agricultural  and  food  production  through,  inter  alia,  enlarge- 
ment <»f  world  food  ]. reduction  capacity,  particularly  in  developing  countries, 
and  food  aid  : 

(4)  promotion  of  development  through  enhanced  trade  opportunities  among  de- 
veloped and  developing  countries; 

(5  |   p  ilciee  tor  promoting  rapid  industrial  growth. 

(  o\l  MIsSluN     ON     1  I.N  \N(    I  \l.     \l   FAIRS 

Financial  lasui  a  related  to  work  of  other  commissions,  for  example : 
on  Energy : 

Financial  consequences  of  energy  prices; 

Conditions  fur  International  Investment,  Including  placement  of  surplus 

oil    fill'1 


On  Raw  Materials : 

Financial  implications  of  commodity  arrangements  ; 

Export  earnings  stabilization. 
On  Development : 

Financing  of  investment  projects  in  the  developing  countries ; 

Financing  of  food  imports  of  developing  countries  and  increased  agri- 
cultural production  ; 

Approaches  to  payments  deficits  of  developing  countries. 


Document  Submitted  by  Algeria,  Saudi  Arabia,  Brazil,  India,  Iran,  Venezuela 
and  Zaire,  in  Connection  With  the  Subjects  To  Be  Discussed  by  the 
Commissions 

The  delegations  of  the  countries  mentioned  above  recommend  that  the  general 
guidelines  be  inspired  by  the  provisions  of  the  Resolution  3362  of  the  Seventh 
Special  Session  of  the  United  Nations  General  Assembly  on  "Development  and 
International  Economic  Cooperation",  and  also  take  into  account,  inter  alia,  the 
following : 

1.  The  Commission  on  Energy  should  consider :  development  and  demand  of 
energy,  hydro-carbons  and  other  resources,  including  the  protection  of  the  pur- 
chasing power  of  energy  export  earnings. 

2.  The  Commission  on  Raw  Materials  should  consider :  development  and  sup- 
ply conditions  of  raw  materials  in  respect  of  development  needs  of  developing 
countries,  including  the  revalorization  and  protection  of  the  purchasing  power  of 
developing  countries  export  earnings. 

3.  The  Commission  on  Development  should  consider:  trade  (access  to  markets 
for  products  of  developing  countries,  etc. ;  accelerated  industrialization  ;  transfer 
of  technology  ;  development  of  agriculture  ;  development  of  infrastructure  ;  prob- 
lems of  supply  of  food  and  fertilizers  (special  attention  to  devising  measures 
for  ensuring  adequate  supplies  of  food  and  fertilizers  at  reasonable  prices  to 
developing  countries)  ;  special  and  urgent  attention  to  the  question  of  the  grave 
difficulties  of  MSAC's  created  by  the  current  economic  situation ;  and  the  need 
to  increase  present  assistance  to  meet  their  pressing  requirements. 

4.  The  Commission  on  Financial  Affairs  should  consider :  relevant  aspects  of 
international  monetary  problems ;  financial  co-operation  and  investment ;  and 
financial  flows  and  investments  in  industrialized  countries,  including  the  prob- 
lems of  long-term  investments,  the  protection  of  the  real  value  of  financial  assets 
and  problems  of  the  international  financial  markets. 

15  October  1975. 

corrigendum 

Paragraph  1  of  Doc  RP  11/10  should  read  as  follows  : 

"1.  The  Commission  on  Energy  should  consider :  development  and  conditions 
of  supply  and  demand  of  energy,  hydro-carbons  and  other  resources,  including 
the  protection  of  the  purchasing  power  of  energy  export  earnings." 


Final   Declaration    of   the   Preparatory   Meeting  for   the   Conference   on 
International  Economic  Co-Operation,  Paris,  October  16,  1975 

1.  The  participants  in  the  Preparatory  Meeting  for  the  International  Con- 
ference proposed  by  the  President  of  the  French  Republic,  which  was  held  in 
Paris  from  7  to  15  April  1975,  met  again  at  the  International  Conference  Centre 
from  13  to  16  October  1975  under  the  technical  chairmanship  of  Mr.  de  Guirin- 
gaud,  Ambassador  of  France,  with  a  view  to  pursuing  preparation  for  the  dia- 
logue on  energy,  raw  materials,  problems  of  development,  including  all  related 
financial  questions. 

2.  The  ten  delegations  confirmed  the  agreement  of  their  authorities  on  the 
convening  of  an  international  conference  on  these  questions.  They  decided  that 
the  Conference  will  be  called  the  "Conference  on  International  Economic  Co- 
operation", that  it  will  be  held  in  Paris,  (hat  it  will  be  composed  of  27  members 
designated  as  indicated  below,  and  that  it  will  be  convened  at  ministerial  level 
on  1<>  December  1975  for  a  session  of  two  or  possibly  three  days.  The  Secretary- 
General  of  the   United  Nations  will  be  invited  to  the  Ministerial  Conference. 
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3.  The  European  Economic  Community,  the  United  States  and  Japan,  on  the 
one  hand,  and  the  seven  developing  countries  participating  in  the  Preparatory 
Meeting  (Algeria,  Brazil,  India,  Iran.  Saudi  Arabia.  Venezuela,  Zaire),  on  the 
other  hand,  will  assume  responsibility  for  the  designation,  from  among  their 

the  groups  and  according  to  the  procedures  which  the  industrialized 
countries  and  the  developing  countries  respectively,  deem  appropriate,  of  live 
industrialized  countries  and  twelve  developing  countries,  to  be  added  to  the 
present  participants  so  as  to  bring  to  twenty-seven  the  number  of  participants  in 
the  Conference.  The  French  Government  will  be  notified,  within  a  period  which 
should  not  exceed  one  month,  of  the  list  thus  established  of  the  delegations  to 
be  invited  to  the  Ministerial  Conference. 

4.  Tbe  ten  delegations  also  decided  that  the  Conference  should  have  two  co- 
chairmen  chosen  respectively  by  each  of  the  two  participating  groups  from 
among  its  members,  and  that  they  should  preside  alternatively  over  the  meetings 
in  a  manner  to  be  agreed  between  them.  The  participants  in  the  Preparatory 
Meeting  recommend  that  the  two  co-chairmen  should  be  designated  as  soon  as 
possible  after  the  lists  of  participants  in  the  Conference  have  been  completed, 
and  they  suggest  that  the  two  co-chairmen  should  begin,  immediately  after  being 
designated,  to  take  together  all  necessary  steps,  in  liaison  with  the  host  country, 
to  ensure  that  the  .Ministerial  Conference  proceeds  satisfactorily. 

5.  The  Preparatory  Meeting  proposes  to  the  Ministerial  Conference  that  it  set 
up  a  commission  for  energy,  a  commission  for  raw  materials,  a  commission  for 
development  and  a  commission  for  financial  affairs.  Each  of  these  commissions 
should  consist  of  fifteen  members,  ten  of  them  representing  developing  countries 
and  live  representing  industrialized  countries,  chosen  by  each  of  the  two  groups 
of  participants  in  the  Conference  from  among  its  members. 

(5.  In  determining  the  composition  of  its  representation  in  each  commission, 
each  of  the  two  groups  at  the  Conference  should  choose  from  among  its  members 
those  who.  because  of  their  special  interest  and  the  overall  significance  ^>t'  their 
participation,  seem  best  suited  to  take  part  in  order  that  the  work  may  be 
carried  out  in  an  effective  and  responsible  manner. 

7.  The  chairmanship  of  each  of  the  commissions  should  be  assumed  by  two 
co-chairmen  designated  by  each  of  the  two  groups  respectively.  Joint  meetings  of 
the  co-chairmen  of  the  commissions  may  be  planned  if  the  need  arises. 

8.  The  Preparatory  Meeting  recommends  that  the  intergovernmental  func- 
tional organizations  which  are  directly  concerned  with  the  problems  considered, 
and  which  the  Ministerial  Conference  deems  to  be  able  to  make  a  useful  con- 
tribution lo  their  discussion,  be  represented  on  a  permanent  basis  in  the  corre- 
sponding commissions  by  observers  with  the  right  to  speak  but  without  the  right 
to  rote,  and  hence  not  participating  in  the  formation  of  a  consensus.  In  addition 
to  the  Cnited  Nations  Secretariat,  the  list  of  these  organizations  should  include, 
in  particular.  OPEC.  IEA,  UNCTAD,  OECD,  FA<>.  GATT,  ONIDO,  UNDP,  IMF 
and  IBRD.  Furthermore,  each  commission  may  invite  appropriate  intergovern- 
mental functional  organizations  to  participate  as  observers  ad  hoc  in  the  ex- 
amination of  specific  questions. 

!).  Members  of  the  Conference  wishing  to  follow  the  work  of  a  commission  to 
which  they  do  not  belong  Should  be  entitled  to  appoint  a  representative  in  the 
capacity  of  auditor  without  the  right  to  speak. 

lb.    The    activities   of    tbe    four   commissions    whose    establishment    is    recom- 
mended   by   the   Preparatory   Meeting  will    proceed   on   tbe   basis  of  the   relevant 
paragraphs  of  the  Aide-Memoire  annexed  to  the  French  Government's  Invitation 
to  this  Meeting,  in  the  lighl  of  the  following  clarifications  and  Interpretations: 
(o)    it   is  understood  thai   the  Commission  on  Energy  will  facilitate  all 
arrangements  which  may  seem  advisable  in  the  field  of  energj . 

(6)  it  is  understood  thai  the  Commission  on  Raw  Materials  will  take  into 
account    tin-  progress  made  in  other  International  forums  and  will  be  en- 
trusted with  facilitating  the  establishment  or  reinforcement,  as  the  case  may 
be.  of  arrangements  which  may  seem  advisable  in  the  field  of  raw  materials 
Including    foodstuffs- which    are    of    particular    interest     to    developing 

COUnt  lies. 

(c)  It  is  understood  that  the  Commission  on  Development  win  take  into 
account  the  progress  in  other  Internationa]  forums  and  the  results  achieved. 
and  will  be  entrusted  with  facilitating  the  establishment  or  reinforcement] 
:i<  the  case  may  be.  of  arrangements  bo-  accelerating  the  development  of 
developing  countries,  on  the  basis  of  close  co  operation. 


(d)  It  is  understood  that  the  Commission  on  Financial  Affairs  may  dis- 
cuss financial  issues,  including  their  monetary  aspects,  of  importance  to 
member  countries,  while  respecting  the  jurisdiction  of  international  institu- 
tions (IMF,  IBRD). 

(c)  It  is  understood  that  the  four  Commissions  should  function  in  parallel 
and  that  the  results  of  their  work  are  linked  and  should  be  submitted  to 
the  Ministerial  Conference. 

11.  It  is  agreed  that  any  delegation  may  raise  any  subject  relevant  to  the 
themes  of  the  dialogue  for  discussion  in  the  Commissions. 

12.  It  has  been  agieed  in  accordance  with  the  relevant  paragraphs  of  the  above- 
mentioned  Aide-Memoire  that  the  Ministerial  Conference  will  be  called  upon  to 
set  the  general  guidelines  for  the  work  of  the  Commissions. 

13.  The  Preparatory  Meeting  recommends  to  the  Ministerial  Conference  that 
the  relevant  paragraphs  of  the  above-mentioned  Aide-Memoire,  as  interpreted 
and  clarified  above,  as  well  as  the  above-mentioned  principle  that  any  relevant 
subject  may  be  raised  for  discussion  in  the  Commissions,  serve  as  the  general 
guidelines  for  the  Commissions. 

14.  Some  delegations  have  already  tabled  with  this  Preparatory  Meeting  docu- 
ments proposing  subjects  to  be  discussed  in  the  Commissions.  The  Preparatory 
Meeting  recommends  that  the  Ministerial  Conference  agree  that  these  and  any 
other  proposals  which  may  be  tabled  subsequently  in  accordance  with  the  general 
guidelines  be  discussed  in  the  Commissions. 

15.  As  regards  the  practical  measures,  the  Preparatory  Meeting  recommends 
that  the  Conference  adopt  English,  Arabic,  Spanish  and  French  as  official  lan- 
guages and  working  languages. 

16.  The  Preparatory  Meeting  recommends  that  the  Conference  adopt  the  Pules 
of  Procedure  which  it  itself  had  adopted,  and  which  are  based,  in  particular,  on 
the  principle  of  "consensus",  according  to  which  decisions  and  recommendations 
are  adopted  when  the  Chair  has  established  that  no  member  delegation  has  made 
any  objection. 

17.  The  Preparatory  Meeting  considers  that  the  Conference  should  have  an 
international  secretariat  with  an  exclusively  administrative  and  technical  func- 
tion, the  Ministerial  meeting  being  responsible,  on  the  basis  of  proposals  by  the 
two  co-chairmen,  for  determining  its  organization,  establishing  its  operational 
procedure  and  allocating  the  financial  costs  in  respect  of  it.  It  is  understood, 
however,  that  pending  a  decision  on  the  provisions  to  be  adopted  for  the  continua- 
tion of  the  work,  the  French  Government  will  assume  responsibility  and  provide 
the  secretariat  for  the  Ministerial  meeting  scheduled  for  December  1975,  under 
the  conditions  in  which  these  services  were  provided  for  the  Preparatory  Meeting. 

18.  The  Preparatory  Meeting  finally  recommends  that  the  Ministerial  Confer- 
ence decide  to  meet  again  at  ministerial  level  in  about  twelve  months'  time.  One 
or  several  meetings  of  the  Conference  at  the  level  of  government  officials  could 
possibly  be  held  at  least  six  months  after  the  first  meeting  of  the  Conference  at 
ministerial  level. 

19.  In  conclusion,  the  participants  paid  tribute  to  President  Giscard  d'Estaing 
for  the  initiative  taken  by  him,  thanks  to  which  a  dialogue  was  successfully 
initiated,  and  to  the  French  Government  for  all  the  efforts  it  has  made  towards 
that  end. 


APPENDIX   II 

Final  Commttnique  of  the  (  Jonference  on  International  Economic 
Ooopekation,  Paris,  December  1(.».  1975 

1.  The  Conference  on  International  Economic  Cooperation  met  in  Paris  at 
ministerial  level,  from  December  16  to  December  11).  Representatives  of  the 
following  27  members  ot  the  conference  took  parr  :  Algeria.  Argentina.  Australia. 
Brazil,  Cameroon.  Canada's  EEC.  Egypt.  India,  Indonesia.  Iran.  Iraq,  Jamaica. 
.Japan.  Mexico,  Nigeria.  Pakistan.  Peru,  Saudi  Arabia.  Spain.  Sweden.  Switzer- 
land. United  States.  Venezuela.  Yugoslavia.  Zaire.  Zambia.  The  ministerial  rep- 
resentatives who  attended  the  conference  welcomed  the  presence  of  the  Secretary - 
Ceneral  of  the  United  Nations. 

_'.  The  work  of  the  conference  was  opened  by  II. E.  The  President  of  the 
French  Republic,  .Mr.  Valery  Giscard  I»'  Estaing. 

.'3.  The  Honorable  Allan  J.  MacEachen.  Secretary  of  State  for  External  Affairs 
of  Canada,  and  Dr.  Manuel  Perez-Cuerrero.  Minister  of  Stale  for  International 
Economic  Affairs  of  Venezuela,  Co-chairmen  of  the  Conference  on  International 
Economic  Cooperation,  presided  at  the  ministerial  meeting. 

4.  The  ministerial  representatives  at  the  Conference  expressed  their  views 
with  regard  to  the  international  economic  situation.  They  made  suggestions  as  to 
how  the  problems  which  they  had  identified  might  be  resolved.  Attention  was 
drawn  to  the  plight  of  the  most  seriously  affected  countries.  They  recognized 
that  the  Conference  on  International  Economic  Cooperation  provides  a  unique 
opportunity  to  address  these  problems  and  to  further  international  economic 
cooperation  for  the  benefit  of  all  countries  and  peoples. 

.1.  The  conference  decided  to  initiate  an  intensified  international  dialogue.  To 
this  end.  it  established  four  commissions  (on  energy,  raw  materials,  development, 
and  financial  affairs)  which  will  meet  periodically  through  the  coming  year.  It 
was  agreed  that  each  of  the  four  commissions  would  consist  of  fifteen  mem- 
bers, ten  of  them  representing  developing  countries,  live  of  them  represent  ing 
industrialized  count  ries. 

b.  The  commission  shall  start  their  work  on  February  11,  197G.  Preparation 
for  the  work  of  the  four  commissions  shall  be  reviewed  at  a  meeting  of  the 
co-chairmen  of  the  conference  and  of  the  four  commissions  after  consultation 
with  the  other  participants  in  the  conference.  This  meeting  will  take  place  on 
January  26,  1  :>T*i  within  the  framework  of  the  general  guidelines  contained  in 
paragraph^  1<>-14  of  the  final  declaration  of  the  second  preparatory  meeting 

which  a  re  approved  by  t  he  conference. 

7.  The  conference  agreed  that  the  following  pa rt icipant s  should  serve  on  the 
commissions : 

Energy:  Algeria,  Brazil,  Canada,  Egypt,  EEC,  India,  Iran,  Iraq.  Jamaica. 
Japan,  Saudi  Arabia,  Switzerland,  United  States,  Venezuela,  Zaire. 

Raw  Materials:  Argentina,  Australia,  Cameroon,  EEC,  Indonesia.  Japan, 
.Mexico.  Nigeria,  Peru,  Spain,  United  States,  Venezuela,  Yugoslavia,  Zaire, 
Zambia. 

Development  :  Algeria.  Argentina,  <  Sa  meroon,  Canada.  BBC,  India.  Jamaica, 
Japan,  Nigeria.  Pakistan.  Peru,  Sweden,  United  states.  Yugoslavia,  Zaire. 

Finance:  Brazil,  EEC,  Egypt,  India,  Indonesia.  Iran.  Iraq,  Japan.  Mexico. 
Pakistan,  Saudi  Arabia,  Sweden,  Switzerland.  United  States.  Zambia. 
The    Co-Chairmen    of    the   Commissions    will    be:    Energy:    Saudi    Arabia    and 

United  states:  Raw  materials:  Japan  and  Peru ;  Development  :  Algeria  and  EEC; 

Finance  :  EEC  and  Iran. 

joint  meetings  of  tie-  co-chairmen  of  the  conference  and  of  the  commissions 

may  be  held  if  the  iuh^\  arises. 

8.  it  was  agreed  that  members  of  the  conference  who  wish  to  follow  the  work  of 
a  commission  to  which  they  do  not  belong  should  be  entitled  to  appoint  a  repre- 
sentative in  t  he  capacity  of  auditor  without  the  right  to  speak. 

(10) 
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9.  The  Conference  decided  that  a  number  of  intergovernmental  functional  orga- 
nizations which  are  directly  concerned  with  the  problems  to  be  considered  would 
be  able  to  make  a  useful  contribution  to  their  consideration.  It  therefore  invited 
these  organizations  (United  Nations  Secretariat,  OPEC,  IEA,  UNCTAD,  OECD, 
FAO.  GATT,  UNDP,  UNIDO,  IMF,  IBRD,  SELA)  to  be  represented  on  a  perma- 
nent basis  in  the  relevant  Commissions.  Their  observers  will  have  the  right  to 
speak  but  not  the  right  to  vote  and  hence  will  not  participate  in  the  formation  of  a 
consensus.  Each  Commission  may,  in  addition,  invite  appropriate  intergovern- 
mental functional  organizations  to  participate  as  observers  ad  hoc  in  the  ex- 
amination of  specific  questions. 

10.  The  Conference  decided  to  establish  an  international  secretariat  with  an 
exclusively  administrative  and  technical  function  on  the  basis  of  proposals  put 
forward  by  the  two  co-chairmen.  It  named  Mr.  Bernard  Guitton  as  head  of  the 
secretariat  and  approved  plans  for  its  organization  and  operational  procedures. 
The  financial  costs  arising  from  the  establishment  of  the  secretariat  and  from  fu- 
ture meetings  of  the  Conference  will  be  borne  by  members  of  the  Conference  on 
the  basis  of  a  formula  agreed  by  the  Conference. 

11.  It  was  agreed  that  the  four  commissions  should  meet  in  Paris.  Subsequent 
meetings  of  the  commissions  will  be  convened  by  their  co-chairmen. 

12.  One  or  several  meetings  of  the  Conference  at  the  level  of  government 
officials  may  be  held  at  least  six  months  after  this  ministerial  meeting.  The  minis- 
terial conference  agreed  to  meet  again  at  ministerial  level  in  about  twelve  months 
time. 

13.  The  Conference  adopted  the  rules  of  procedure  recommended  by  the  Prepar- 
atory Meeting  which  are  based  on  the  principle  of  consensus,  according  to  which 
decisions  and  recommendations  are  adopted  when  the  chair  has  established  that 
no  member  delegation  has  made  any  objection.  English.  Arabic,  Spanish  and 
French  are  the  official  and  working  languages  of  the  Conference.  The  rules  of 
procedure  apply  to  all  the  bodies  of  the  Conference. 

14.  The  Conference  took  note  of  the  resolution  of  the  General  Assembly  en- 
titled "Conference  on  International  Economic  Cooperation"  (Resolution  3.11.") 
(XXX))  and  agreed  to  make  reports  available  to  the  31st  session  of  the  U.N. 
General  Assembly. 

15.  The  members  of  the  Conference  paid  special  tribute  to  President  Giseard 
d'Estaing  for  the  action  he  had  taken  to  bring  about  the  dialogue  which  is  now 
engaged  and  expressed  their  warm  appreciation  to  the  Government  of  France 
for  its  hospitality  and  for  the  efforts  and  obligations  it  had  undertaken  in  order 
to  make  the  Ministerial  Conference  a  success.  End  text  of  communique. 

ADMINISTRATIVE    ARRANGEMENTS 

The  Co-Chairmen  proposed  that  the  conference  : 

(1)  Agree  to  the  appointment  of  Mr.  Bernard  Guitton  of  France  as  executive 
secretary.  The  executive  secretary  will  be  charged  witli  the  administration  of 
the  Conference  and  its  commissions  and  to  that  effect  will  act  on  behalf  of  the 
members  of  the  Conference. 

(2)  Agree  that  the  executive  secretary  will  report  to  and  consult  with  the 
co-chairman  of  the  Conference  with  respect  to  the  administration  of  the  Confer- 
ence and  its  commissions,  the  recruitment  of  staff,  and  expenditures  he  incurs. 

i  :*>  i  Agree  that  there  should  be  two  deputy  executive  secretaries,  one  from  a 
developed  and  the  other  from  a  developing  member  of  the  Conference. 

(4)  Authorize  the  executive  secretary  to  make  arrangements  for  recruiting. 
within  the  limits  of  the  approved  budget,  a  small  number  of  additional  profes- 
sional staff  and  appropriate  support  staff. 

(5)  Authorize  the  executive  sec-retary  to  take  whatever  action  may  be  required 
for  the  day-to-day  administration  of  the  Conference  and  its  commissions. 

((>)  Agree  that  the  cost  of  the  secretariat  and  all  other  costs  involved  in  the 
administration  of  the  Conference  and  its  commissions  be  borne  by  the  members 
of  the  Conference;  half  of  such  costs  to  be  met  by  developed  countries  and  half 
by  developing  countries.. 

.  (7)  Invite  the  Co-Chairmen  of  the  Conference  to  convene  a  finance  and  admin- 
istration committee  of  members  of  the  Conference  at  an  early  date.  This  com- 
mittee would  receive  budgetary  proposals  from  the  executive  secretary  and 
Should  approve  a  budget  covering  the  costs  referred  to  in  paragraph  C>. 

(8)  In  order  to  permit  the  early  establishment  of  the  commissions,  request,  the 
Government  of  France  to  provide,  through  reimbursable  advances,  the  appropri- 
ate financial  facilities  necessary  for  the  creation  and  functioning  of  the  secretariat 
pending  the  effective  financial  participation  of  Conference  members. 


APPENDIX  IJ I 

Address  by  Secretary  of  State  Henry  A.  Kissinger  at  the  Con- 
ference on  International  Economic  Cooperation,  Paris,  Decem- 
ber 10.  1975 

"Energy,  Raw  Materials  and  Development:  the  Search  for  Common  Ground'' 

The  challenge  of  our  time  is  to  build  a  stable  and  just  international  structure. 
This  task  has  two  principal  dimensions.  There  is  the  imperative  of  peace — the 
more  traditional  problems  of  building  security,  resolving  conflicts,  easing  ten- 
sions. These  issues  dominate  the  agenda  of  relations  between  East  and  West.  No 
loss  urgent  is  the  imperative  of  justice — the  compelling  requirements  of  global 
economic  progress  and  social  advance.  These  are  now  the  major  issues  in  the 
relationship  between  North  and  South.  They  too  carry  the  potential  for  either 
conflict  or  order.  Neither  the  goal  of  peace  nor  that  of  social  justice  can  be 
achieved  in  isolation.  We  must  succeed  in  both  quests  or  we  will  succeed  in 
neither. 

Social  justice  and  economic  progress  are  our  concerns  at  tins  Conference.  We 
meet  here  to  launch  the  Dialogue  that  has  been  so  often  urged,  and  so  long 
awaited.  The  convening  of  this  meeting  should  itself  be  a  reason  for  hope.  For 
elieve  it  represents  a  commitment  to  the  path  of  conciliation.  It  demonstrates 
a  recognition  that  consumer  and  producer,  industrial  and  agricultural,  developed 
and  developing,  rich  and  poor,  must  together  address  the  challenges  of  the  global 
economy. 

The  United  States  will  work  with  dedication  and  energy  for  a.  positive  outcome. 
We  will  do  so  in  our  own  self-interest  and  in  the  interest  of  a  more  just  and  pros- 
perous community  of  nations.  We  will  do  our  utmost  to  help  mobilize  the  world's 
resources  and  the  talents  of  men  and  women  everywhere  in  the  service  of  eco- 
nomic progress  and  common  wellbeing. 

In  the  past  two  years  we  have  all  learned  that  no  nation  or  group  of  nations 
can  solve  its  economic  problems  in  isolation.  In  a  world  which  is  becoming  in- 
creasingly interdependent,  we  have  witnessed  that  inflation  and  recession  affect 
us  all.  We  have  seen  tiiat  no  country  can  achieve  redress  by  exporting  its 
nomic   difficulties   or   by   exacting   an    exorbitant    economic   price    from   others. 

Bui  our  deep*'-'  challenge  is  political.  Economic  distress  magnifies  the  problems 
of  government  in  all  our  countries,  clouding  the  prospects  of  social  peace  and 
democratic  institutions.  We  have  soon  that  national  economic  problems  thus 
become  international;  they  spawn  clashes  of  interest  and  protectionist  pressures 
Strain  the  fabric  of  collaboration  even  among  traditional  friends.  We  have 
all  come  to  understand  that  if  unresolved,  the  competing  claims  of  developed  and 
developing,  consumer  and  producer,  will  thwart  any  effort  to  build  a  stable  ami 
.e  international  Structure. 

Our    future    depends    now    not    on    blind    economic    forces   but    on    cboicos    that 

smen  make.  The  world'-  nations  can  struggle  in  national  or  ideological  con- 
tention     or  they  can  acknowledge  their  interdependence  and  act  out  of  a  sense 
of  community.  The  United  states  has  chosen  the  path  of  cooperation. 
The  United   States,  as  the  world's  strongest  economy,  has  demonstrated  its 

resilience:  we  are  en  the  road  to  recovery.  We  might  best  survive  any  new  round 

of  economic  warfare.   But   it   is  my  country's  conviction  that  tests  of  str 
benefit  no  nation.  The  approach  that  we  took  at  the  Seventh  Special  Session  of 
rtted  Nations  <;  >neral  Assembly  in  September  reflects  our  vision  of  a  more 
positive  fill  lire. 
The  Special   Session   reached  consensus  on  an   impressive  range  of  econ 

problems.  This  commitment  to  cooperatl ?an  become  a  benchmark  in  hn 

Affairs  if  it-  spirit  i<  carried  forward.  We  owe  our  people  solutions,  not  slogans. 
So  lei  us  -h  i'»  w>rk.  Let  lis  implement  the  consensus  of  the  Special  Session 
.- 1 in!  take  up  ii^  unfinished  tasks,  bet  us  make  this  conference  a  decisive  stop 
toward  t  heir  achievement 

(12) 
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THE    KOAD    TO    THIS    CONFERENCE 

We  are  here  because  two  years  ago  the  international  structure  was  gravely 
tested  by  a  crisis  in  energy/ No  problem  on  the  international  agenda  is  more 
crucial  to  the  world  economy.  As  this  conference  demonstrates,  it  has  led  us 
to  a  much  broader  consideration  of  the  range  of  related  issues. 

The  unprecedented  expansion  of  the  global  economy  in  the  decades  since 
World  War  JI  relied  upon  the  plentiful  supply  of  energy  at  reasonable  prices. 
It  produced  economic  growth,  fostered  industrialization  and  encouraged  devel- 
opment in  every  quarter  of  the  globe. 

Thus,  the  energy  crisis — caused  by  a  combination  of  the  107.3  embargo  and 
the  fivefold  increase  in  the  price  of  oil — has  dealt  a  serious  blow  to  global 
stability  and  prosperity. 

Inflation,  recession  and  payments  balances  significantly  worsened  in  all  the 
industrialized  world  and  in  those  developing  nations  which  had  realized  sub- 
stantial progress  toward  industrialization.  The  poorest  of  the  developing  coun- 
tries, struggling  to  make  modest  steps  toward  progress,  were  dealt  the  crudest 
blow  of  all.  Their  hopes  for  growth  were — and  continue  to  be — thwarted.  Their 
development  planning  has  been  disrupted.  Even  their  agricultural  production 
has  been  undermined  by  the  increased  cost  of  petrochemical  fertilizers.  For  the 
vast  majority  of  the  developing  world  economic  justice  was  poorly  served. 

In  response  to  the  energy  crisis,  the  United  States  sought  first  to  reach  a 
consensus  among  the  industrialized  nations.  We  worked  together  to  assure  basic 
security  against  future  arbitrary  disruptions  in  oil  supply  and  against  potential 
oil-induced  financial  difficulties.  We  pledged  ourselves  to  long-term  cooperation 
in  energy  conservation  and  the  development  of  alternative  energy  supplies. 
We  agreed  not  to  resort  to  protectionist  measures,  and  we  began  unprecedented 
cooperation  in  our  economic  policies  as  dramatized  by  the  recent  Economic 
Summit  at  Rambouillet. 

These  actions  were  not.  taken  in  a  spirit  of  confrontation.  Most  are  prudent 
steps  of  self-protection,  which  have  effect  only  if  a  confrontation  is  provoked 
by  others.  Others  involve  an  urgent  program  for  the  development  of  alternative 
sources  to  the  benefit  of  all. 

But  the  collaboration  of  the  industrial  countries  has  always  been  conceived 
as  only  part  of  a  larger  program  for  economic  progress.  From  the  beginning, 
we  have  foreseen  an  effort  to  develop  a  constructive  dialogue  leading  to  close 
and  mutually  beneficial  long-term  economic  ties  with  oil-producing  nations — 
so  that  our  investment  and  technical  support,  would  contribute  to  their  develop- 
ment, and  their  prosperity  would  contribute  to  the  worldwide  expansion  of 
trade  and  development.  We  recognize  that  the  only  durable  basis  for  constructive 
relations  is  an  economic  system  which  fosters  the  prosperity  of  all.  Each  of 
us  has  a  stake  in  the  progress  of  others. 

Last  April,  at  the  invitation  of  the  President  of  France,  we  agreed  to  begin 
this  discussion.  The  industrial  nations  wanted  to  focus  on  energy.  The  oil- 
producing  and  other  developing  nations  wanted  to  give  equal  priority  to  a  wide 
range  of  development  issues,  including  prices  and  markets  for  other  raw  mate- 
rial-, and  to  international  financial  questions.  The  industrial  nations  regarded 
these  issues  as  too  varied  and  complex  to  be  addressed  effectively  in  a  single 
forum.   The  April  Preparatory  Conference  failed  to  reconcile  these  positions. 

To  demonstrate  its  desire  for  a  constructive  and  cooperative  solution  the 
United  States  worked  closely  with  other  participants  in  developing  a  mutually 
sat <i factory  arrangement:  energy,  the  concerns  of  the  less  developed  countries 
about  raw  materials,  development  and  related  financial  matters  would  be 
addressed  as  part  of  a  discussion  of  global  economic  problems,  while  main- 
taining enough  distinction  between  them  for  a  useful  dialogue. 

The  United  States  is  committed  to  a  serious  and  wide-ranging  program  of 
cooperation  with  the  developing  world.  My  country  understands  full  well,  and 
has  shown  in  its  many  proposals,  that  this  dialogue  must  encompass  issues  of 
concern  to  all  sides — including  the  needs  of  the  many  nations  not  in  attendance 
here:  For  us,  this  clearly  requires  a  discussion  of  the  effects  of  energy  prices 
on  the  world  economy.  For  cooperation  depends  on  mutual  respect,  mutual  under- 
standing and  mutual  benefit. 

To  this  end,  at  the  Seventh  Special  Session  of  the  United  Nations  General 
Assembly  three  months  ago,  the  United  States  made  a  series  of  proposals  in 
several  areas  : 

To  ensure  the  economic  security  of  developing  countries  against  short- 
falls in  export  earnings,  food  shortages,  and  natural  disasters ; 
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To  accelerate  their  economic  growth  by  improving  their  access  to  capital 
markets;,  technology,  and  foreign  investments  ; 

To  better  the  conditions  of  trade  and  investment  in  key  commodities  on 
which  many  of  their  economies  are  dependent,  and  to  set  an  example  in 
the  vital  area  of  food  ; 

To  improve  the  world  trading  system  and  make  it  better  serve  develop- 
ment goals  and  realize  through  the  Multilateral  Trade  Negotiations  a 
strengthening  of  developing  country  participation  :  and 

To  address  the  especially  urgent  needs  of  the  poorest  countries  devastated 
by  current  economic  conditions. 
The  Seventh  Special  Session  ended  on  a  note  of  conciliation  and  cooperation. 
The  spirit  of  the  Session  was  carried  forward  to  the  October  Preparatory  Con- 
ference in  Paris  where  the  Declaration  laid  the  basis  for  our  meeting  today. 
This  will  be  the  attitude  of  the  United  States  here.  Progress  has  been  made  in 
many  areas,  and  this  Conference  must  move  us  forward. 

THE    WOBK    OF   THE    COMMISSIONS 

The  four  Commissions  that  this  Conference  is  establishing  have  much  work 
before  them  : 

The  Commission  on  Energy  should  promote  an  effective  world  balance 
between  energy  demand  and  supply.  It  should  work  for  practical  cooperation 
among  industrialized  and  developing  countries  to  develop  new  energy  sup- 
plies. And  it  should  lay  the  foundations  of  a  mutually  beneficial  long-term 
relationship  between  energy  producers  and  consumers. 

The  Commission  on  Raw  Materials  should  work  to  establish  the  condi- 
tions for  stable,  long-run  supplies  of  raw  materials  vital  to  global  progress 
at  prices  that  are  remunerative  to  producers  and  fair  to  consumers. 

The  Commission  on  Development  should  strive  to  accelerate  economic 
development  in  all  nations,  especially  the  poorest.  In  particular,  it  should 
briny  together  industrial  nations  and  oil-wealthy  nations  to  provide  financial 
support  for  the  development  initiatives  of  the  United  Nations  Special 
Session. 

The  Commission  on  Finance  should  address  financial  issues  as  they  relate 
to  the  work  of  the  other  three  commissions.  It  should  seek  to  strengthen  the 
sense  of  shared  financial   responsibility   for  the  health   and  growth  of  tin1 
international  economy. 
With  a  cooperative  approach,  the  Commissions  can  give  direction  and  impetus 
to  related  activity  in  other  forums  and  organizations,  under  whose  jurisdiction 
a  nuniher  of  these  issues  fall.  They  can  serve  as  clearing  houses  for  information, 
and   motivate  other  organizations  doing  similar  work.   They  can   identify  areas 
where  necessary  work  is  not  being  done,  and  devise  new  initiatives  where  needed. 
The  United  States  will  support  progress  on  a  broad  range  of  topics  in  the  con- 
text of  the  Four  Commissions.   But  we  have  a  special   Interest   in  the  following 
areas : 

First,  the  price  of  oil  and  the  security  of  oil  supply  as  they  affect  the 
international  economy  : 

Second,  the  serious  halance  of  payments  problems  of  developing  count  ries  : 
Third,  the  conditions  of  international  investment  : 
Fourth,  the  issues  of  key  commodities,  especially  food  ; 
Fifth,  the  problems  of  trade,  and 
Sixth,  the  urgent  needs  of  the  poorest  countries, 
I.";  me  discuss  each  of  these  in  tnrn. 

KM  i:c,Y 

First .  Energy. 

The  application  of  science  and  technology  to  tap  the  vast  energy  ;  tential 
imprisoned  beneath  the  earth,  radiated  by  the  sun.  generated  by  the  movement 
of  wind  and  water  across  the  earth's  surface  or  Locked  in  the  core  of  matter,  is 
fundamental  to  the  hopes  «.f  millions  to  pull  themselves  above  a  hare  struggle 
!m;-  existence.  For  the  expansion  of  the  global  economy  for  both  developed  and 
developing  countries  depends  heavily  on  our  I  ig  mid  efficiently  employ- 

lie  world's  energy  resources. 

Borne  nations  are  particularly  well  endowed  with  these  resources,  some  have 

ien'ihc  and  technological  expertise  to  explore  and  utilize  (hat  potential. 

The  international  flow  of  energy,  Investment  capital  required  to  produce  it.  and 

produced   from   fuels  have  become  in  effect   :i   global  energy  system,  which 


15 

sustains  all  our  economies.  Only  through  international  cooperation  can  all  na- 
tions benefit  from  these  processes  and  can  the  world  economy  harness  its  energy 
resources  most  effectively. 

The  United  States  is  committed  to  a  cooperative  approach.  We  have  much  to 
offer.  We  have  produced  more  energy  than  any  other  nation  in  the  history  of 
mankind ;  our  energy  science  and  technology  are  the  most  advanced,  and  we 
have  tremendous  potential  for  future  energy  development  in  our  country  and 
abroad.  The  United  States  also  has  much  to  gain  from  cooperation.  Our  energy 
needs  are  the  world's  largest,  our  ability  to  raise  living  standards  for  all  our 
citizens  depends  on  greater  energy  production  and  the  more  efficient  use  of 
energy  resources. 

This  Dialogue  and  this  Conference  have  these  tasks  : 

First,  it  is  time  to  reach  a  common  evaluation  of  the  relationship  between 
changes  in  energy  prices  and  the  stability  and  performance  of  the  world 
economy. 

The  abrupt  and  arbitrary  increase  in  the  price  of  oil  has  been  a  major  factor 
in  rates  of  inflation  and  unemployment  unprecedented  since  the  1930's.  It  has 
led  to  serious  balance  of  payments  deficits,  indirectly  through  global  recession 
and  directly  through  higher  priced  imports. 

By  extraordinary  effort,  the  industrial  countries,  on  the  whole,  have  put  their 
payments  back  in  balance  over  the  last  year,  although  at  a  high  cost  to  the  well- 
being  of  their  peoples.  Thus  the  immediate  burden  of  the  massive  petrodollar 
deficit  is  now  borne  largely  by  the  developing  countries  which  have  little  or  no 
oil  resources. 

Developing  countries  by  definition  tend  to  have  less  of  a  margin  to  reduce 
consumption,  to  restructure  energy  use,  or  to  shift  to  alternative  sources,  when 
the  oil  price  rises.  They  are  the  most  vulnerable — and  the  most  wounded. 

A  lower  oil  price  would  make  possible  more  rapid  economic  recovery  around 
the  globe.  It  would  assist  the  developing  countries  by  easing  their  enormous 
balance  of  payments  burden  and  their  debt  burden,  and  increasing  foreign 
demand  for  their  exports.  A  lower  price,  along  with  stability  of  supply,  would 
also  benefit  producer  nations  over  the  long  term  by  easing  the  urgency  for 
consuming  countries  to  develop  alternative  supply  sources. 

Conversely,  any  further  increase  in  prices  would  seriously  hamper  economic 
recovery,  retard  international  trade,  compound  the  internal  difficulties  of  many 
countries,  weaken  the  ability  of  the  advanced  nations  to  assist  the  developing, 
and  strain  the  fabric  of  international  cooperation. 

It  is  time  for  a  serious  discussion  of  this  issue.  We  are  prepared  to  make  a 
sustained  effort  to  achieve  understanding. 

Second,  we  must  collaborate  to  find  new  sources  of  energy  and  intensify  our 
conservation  efforts.  All  consuming  countries,  developed  and  developing,  must 
use  energy  more  efficiently  and  develop  more  abundant  supplies.  Producers  need 
to  prepare  their  economies  for  the  day  when  they  will  have  exhausted  their 
easily  accessible  oil  reserves. 

Individually,  the  industrialized  countries  are  accelerating  the  development 
of  their  own  energy  sources.  The  United  States  is  developing  its  conventional 
fuels  and  also  new  sources,  including  nuclear  power,  to  replace  fossil  fuels.  We 
have  committed  massive  resources  to  research  and  devoted  our  best  talents  to  this 
effort;  we  expect  it  to  result  in  a  substantial  increase  in  U.S.  energy  production. 
In  Europe,  major  efforts  have  been  launched  along  the  same  lines,  with  the 
North  Sea  as  the  most  dramatic  example  of  the  potential.  The  development  of 
alternative  energy  sources  is  vital. 

In  the  near  future,  the  industrial  countries  will  take  the  first  steps  towards 
welding  these  national  programs  into  a  coherent  cooperative  program.  These 
programs  are  designed  to  promote  conservation  and  to  accelerate  the  development 
of  alternative  energy  supplies  through  large-scale  joint  projects  and  cooperation 
in  research  and  development.  We  will  demonstrate  our  commitment  to  the 
maximum  development  of  new  energy  by  agreeing  not  to  permit  imported  oil  to 
be  sold  in  our  internal  markets  below  a  common  minimum  safeguard  price. 

This  effort  will  bring  a  better  balance  to  the  world  energy  market.  But  as  it 
gathers  support,  it  will  bring  important  benefits  to  developing  as  well  as  indus- 
trial countries.  The  programs  that  the  industrial  countries  are  undertaking,  and 
those  that  many  developing  countries  have  within  their  potential  to  undertake, 
can  lead  to  additional  and  more  secure  supplies  of  energy,  which  can  be  a  spur 
to  their  prosperity  and  development.  All  nations  will  have  access  to  a  larger 
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t  energy  resources,  and  there  will  be  less  competition  for  oil.  The  efforts 
of  developing  countries  to  increase  their  own  production  of  energy,  if  supported, 
can  be  the  single  most  important  step  they  take  to  secure  their  development 
for  future  generations. 

At  the  Seventh  Special  Session  of  the  General  Assembly,  the  United  States 
proposed  an  International  Energy  Institute.  Through  such  an  organization,  the 
developed  countries  and  O.P.E.C.  countries  can  assist  poorer  developing  nations 
to  utilize  energy  more  efficiently,  increase  their  own  production,  and  improve 
allocation  and  distribution  of  existing  resources.  It  could  identify  current  or 
new  energy  technologies  most  relevant  to  their  special  needs.  The  Institute  can 
help  oil-producing  countries  to  improve  the  use  of  their  own  energy. 

Using  the  most  advanced  techniques  of  analysis,  the  Institute  could  help  assess 
:i!l  countries'  energy  resources  and  requirements.  Staffed  by  experts  drawn  from 
government,  industry,  and  academic  life  in  both  industrialized  and  developing 
countries,  it  could  provide  training  for  local  and  regional  technicians  or  spe- 
cialists in  energy  problems.  It  could  become  a  central  point  of  contact  where 
policymakers  and  experts  could  exchange  ideas  on  plans  and  programs. 

We  see  the  Institute  as  a  first  bridge  between  the  massive  effort  the  indus- 
trialized countries  have  now  launched  to  develop  alternative  sources  of  energy, 
and  the  effort  which  the  developing  countries  must  now  undertake. 

In  addition,  the  United  States  has  suggested  a  number  of  other  means  by 
which  the  talents  and  experience  of  the  developed  nations,  collectively  and  in- 
dividually, can  assist  developing  states  to  find  and  exploit  new  energy  sources 
ami  conserve  their  national  patrimony.  We  will  advance  these  proposals  in  the 
Energy  Commission.  We  anticipate  a  full  exchange  of  views  on  their  scope  and 
.-ubstance. 

oil  producers,  and  nations  with  the  technology  to  help  develop  oil  resources, 
-bare  an  interest  in  cooperation  on  conservation  and  exploration.  But  this  co- 
operation will  be  easier  to  forge  in  a  stable  energy  market  with  a  more  appro- 
priate structure  of  energy  prices. 

Third,  the  United  States  seeks  a  greater  participation  and  contribution  of 
the  oil-producing  countries  in  the  international  economy.  With  the  extra- 
ordinary transfer  of  wealth  that  has  taken  place,  it  is  the  common  interest  that 
the  oil-producing  nations  be  constructive  members,  not  challengers,  of  the  world 
economic  system:  that  investment  and  the  latest  technology  be  made  available 
to  them  on  a  reimbursable  basis  for  their  development  programs:  and  that  the 
flow  of  goods  and  services  be  enhanced  between  producing  and  consuming 
countries. 

We  believe  that  these  three  issues — a  better  understanding  of  the  effects  of  oil 
price  increases  on  the  world  economy;  cooperation  on  conservation  and  new 
production  ;  and  the  orderly  integration  of  OPEC  economies  into  the  global  econ- 
omy- are  priority  tasks  for  the  energy  forum. 

BALANCE  OF  PAYMENTS 

The  balance  of  payments  problems  of  developing  countries  are  an  immediate 
and  urgent  task  for  this  Conference  to  address,  closely  related  to  the  energy 
issue.  Current  projections  indicate  that  the  developing  world  in  197G  will  be 
collectively  in  deficit  by  about  $35  billion.  Bilateral  and  multilateral  aid.  along 
wiib  direct  investment,  will  finance  roughly  $25  billion  of  this.  The  Question  i* 
whether  borrowing  from  international  capital  markets  can  again  this  year  make 
up  the  remainder,  if  not,  some  countries  will  be  forced  to  reduce  imports^  cut 
back  development  programs,  and  further  mortgage  their  future.  The  deficits  of 
the  developing  countries  thus  could  endanger  not  only  their  own  well-being  but 
also  the  stability  of  the  international  trade  and  financial  system. 

A  multitude  of  ideas  and  proposals  are  already  before  US.  Lei  us  address  steps 
that  can  be  taken  now. 

First,  the  members  of  the  IMF  should  promptly  agree  on  the  details  of  the 
Trust  fund  which  the  United  States  has  proposed  to  furnish  concessional  financ- 
ing for  the  poorest  countries,  n  would  provide  these  countries  additional  re- 
sources of  $1  2  billion  :i  year,  using  the  profits  from  IMF  gold  sales  as  well  as 
national  contributions.  We  are  well  on  the  way  to  resolving  outstanding  Issues 
on    IMC  -obi:  tel   us  take  tiled  art  ion  on  the  Trust   Fund   in  January. 

•  imI.  the  members  of  the  EMF  should  complete  negotiations  next  month  on 
the  ii.'  Development  Security  Facility.  The  United  siaie^  made  ibis  major 
proposal  to  provide  more  substantial  financing  to  countries  facing  temporary 
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shortfalls  in  export  earnings  due  to  the  world  business  cycle  or  commodity 
fluctuations.  We  proposed  this  on  September  1st;  its  realization  in  January 
would  be  an  impressive  demonstration  of  international  resolve  and  responsive- 
ness. 

Third,  the  IMP  should  approve  a  one-third  increase  in  member  quotas,  thus 
expanding  its  potential  financing  for  all  members. 

Final  approval  can  and  must  be  taken  on  each  of  these  proposals  at  the  meet- 
ing of  the  IMF  Interim  Committee  in  Jamaica  in  early  January.  Together  with 
substantial  unused  regular  drawings  still  available  to  developing  countries, 
these  measures  will  add  significantly  to  the  capacity  of  developing  countries 
to  sustain  their  needed  imports  and  their  development  programs. 

But  however  substantial  these  facilities,  they  may  not  be  enough.  Once  the 
new  Trust  Fund  and  these  other  proposals  have  been  implemented  in  January, 
we  must  determine  how  best  to  respond  to  the  remaining  balance  of  payments 
problems  of  the  developing  countries.  The  United  States  is  committed  to  finding 
a  constructive  solution. 

Our  specific  response  will  depend  in  part  on  whether  there  is  a  general  across- 
the-board  financing  problem  or  one  concentrating  on  a  few  countries. 

One  promising  approach  would  be  to  expand  the  credit  that  developing  coun- 
tries can  draw  from  the  IMF  by  liberalizing  the  rules  governing  access  to  regular 
IMF  resources.  The  IMF  Board  could,  for  example,  increase  the  size  of  each 
credit  drawing,  base  them  on  expanded  new  quotas,  or  add  a  new  drawing 
beyond  those  now  available.  Decisions  on  such  proposals  will  need  to  be  based 
on  close  analysis  of  their  effect  on  the  financial  integrity  of  the  IMF.  Secretary 
Simon  will  present  our  analysis  and  proposals  for  increased  use  of  the  IMF  at 
the  Interim  Committee  meeting. 

We  cannot  emphasize  enough  the  need  for  immediate  action  in  this  area  to 
supplement  the  long-term  proposals  which  have  already  been  made.  The  respon- 
sibility does  not  lie  with  the  industrialized  countries  alone.  We  cannot  be  ex- 
pected to  bear  the  major  burdens  for  remedying  balance  of  payments  problems 
in  which  the  actions  of  others  play  such  a  significant  role.  There  is  a  collective 
obligation  to  act.  There  must  be  a  joint  program  involving  the  industrialized  as 
well  as  the  oil-producing  countries. 

INVESTMENT   AND    TECHNOLOGY   FOR   DEVELOPMENT 

The  balance  of  payments  deficits  of  the  developing  countries  will  perhaps  mod- 
erate as  the  global  economy  recovers  from  recession.  But  sustained  economic 
growth  requires  the  continuous  application  of  capital,  technology,  and  manage- 
ment skills  to  develop  needs. 

Private  investment  has  always  been  a  major  factor  in  the  growth  of  the 
global  economy.  My  own  country  has  benefited  from  foreign  investment  through- 
out its  history.  Today,  more  than  ever,  the  developing  countries  need  this  capital 
in  addition  to  the  limited  supply  of  official  development  assistance. 

To  make  this  possible,  governments  of  developing  countries  need  better  access 
to  world  capital  markets.  The  United  States  has  urged  that  technical  assistance 
and  expertise  be  provided  to  developing  countries  that  are  ready  to  enter  long- 
term  private  capital  markets  for  the  first  time.  We  have  proposed  a  major  expan- 
sion of  the  resources  of  the  World  Bank's  International  Finance  Corporation  to 
strengthen  the  private  sector  in  developing  countries  and  to  enhance  their  inter- 
national competitiveness  for  private  capital.  We  have  recommended  creation  of 
an  International  Investment  Trust  to  mobilize  private  portfolio  capital  for  invest- 
ment in  local  enterprises.  And  we  are  contributing  to  the  work  of  the  IMF/ 
World  Bank  Development  Committee  to  assist  in  removing  impediments  to 
developing  countries'  access  to  capital  markets. 

But  we  also  believe  that  one  of  the  most  important  vehicles  for  transferring 
capital,  technology  and  management  skills  to  where  they  are  most  needed  is 
private  enterprise.  There  simply  is  not  enough  governmental  capital  available. 
Because  of  ideological  considerations,  these  private  enterprises  operate  in  an 
investment  climate  increasingly  clouded  by  unpredictable  national  legislation 
and  uncertain  rules  of  the  game. 

In  this  environment  everybody  suffers.  Host  countries  are  deprived  of  the 
capital  resources,  technology  and  management  which  these  enterprises  uniquely 
provide,  as  well,  as  a  source  of  tax  revenue.  Home  countries  are  deprived  of  the 
overseas  markets,  investment  income,  and  the  now  ideas  and  techniques  which 
come  with  foreign  contact.  And  the  enterprises  themselves  are  squeezed  at  both 


IS 

ends,  making  overseas  investment  less  worthwhile  for  them  and  reducing  their 
ribution  to  home  and  host  country  alike  and  to  the  global  product. 

The  United  States  has  taken  an  active  part  in  international  efforts  to  facilitate 
international  investment  on  a  basis  that  serves  the  interests  of  all  parties.  We 
are  willing  to  explore  voluntary  guidelines  for  the  behavior  of  both  transnational 
enterprises  and  government.  At  the  United  Nations  I  stated  four  basic  principles 
that  should  be  included  : 

Transnational  enterprises  must  obey  local  law  and  refrain  from  unlaw- 
ful intervention  in  the  domestic  affairs  of  host  countries. 

Host  governments  must  treat  these  enterprises  equitably,  without  discrimi- 
nation among  them,  and  in  accordance  with  international  law. 

Both  governments  and  businesses  must  respect  the  contractual  obligations 
they  freely  undertake. 

Principles  for  transnational  enterprises  should  apply  to  domestic  enter- 
prises where  relevant. 

But  efforts  should  not  be  limited  to  general  guidelines  for  investment.  Other 
remedial  measures  are  possible. 

Taxation  is  one  such  area.  Because  they  operate  in  multiple  jurisdictions, 
transnational  enterprises  may  sometimes  be  subject  to  either  double  taxation 
or  inappropriate  tax  incentives.  The  result  in  either  case  is  that  investment 
patterns  arc  distorted.  We  must  find  ways  to  enable  both  host  and  home  countries 
to  coordinate  their  tax  policies  and  make  them  more  equitable  to  each  other  and 
to  productive  enterprises. 

A  second  area  for  improvement  is  intergovernmental  consultation  on  Invest- 
ment disputes.  This  is  especially  important  to  developing  countries  whose  prog- 
ress Is  dependent  on  a  climate  conducive  to  an  adequate  flow  of  investment.  It  is 
time  to  develop  generally  accepted  international  rules  for  the  settlement  of  in- 
vestment disputes  and  the  arbitration  of  differences,  and  other  guidelines  for 
dealing  with  problems  arising  between  governments  and  enterprises.  The  United 
States  recommends  that  the  World  Bank's  International  Centre  for  the  Settle- 
ment of  Investment  Disputes  be  given  a  greater  role  in  solving  important  invest- 
ment controversies. 

International  assistance  for  development  must  also  focus  on  the  advancement, 
selection,  and  application  of  modern  technology. 

Many  countries  in  the  developing  world  are  already  on  the  patli  of  industrial- 
ization. They  have  proved  their  capacity  to  take  advantage  of  the  vast  store- 
house of  modern  technology.  The  United  States  encourages  this  endeavor.  We 
have  long  been  in  the  forefront  of  the  effort  to  train  more  managers,  technicians. 
and  researchers  in  the  developing  countries  to  carry  this  forward. 

Most  technology  transfer  takes  place  through  international  investment  and  the 
oocrations  of  transnational  enterprises  on  a  licencing,  equity  or  contract  basis. 
The  U.S.  understands  the  concern  of  many  developing  countries  not  to  become 
the  repository  of  obsolescent  technology.  Technology  must  be  suited  to  local 
needs,  the  terms  and  conditions  must  be  mutually  acceptable,  and  it  must  be 
effectively  managed  and  utilized.  Developing  countries  must  be  enabled  to  make 
their  own  informed  choices  of  foreign  or  domestic  technology,  to  adapt  it  to 
their  own  needs  and  conditions,  and  to  manage  its  application  skillfully.  This 
technology  transfer  requires  the  development  of  human  capabilities — the 
management  and  skills  that  constitute  the  infrastructure  of  technological 
development. 

people— their  training  and  their  placement  in  a  country's  managements  sys- 
;ire  ibe  key  to  making  technology  a  producing  resource.  International  co- 
operation <-,\\\  make  no  greater  contribution  to  development  than  to  foster  the 
training  of  specialists  in  each  country  competent  to  select,  bargain  for  and  man- 
age  technologies.  We  see  this  requirement  as  an  important  topic  f.»r  consideration 
by  the  Commission  on  Development,  and  wo  will  make  concrete  proposals  to  this 

end. 

com  MODITIES 

A  healthy  global  economy  requires  thai  both  producers  and  consumers  And 
protection  against  the  cycle  «>f  raw  materials  surplus  and  shortage  which  ehnkew 
growth  and  disrupts  planning.  We  musl  ensure  more  reliable  supplies  of  rital 
commodities  on  term-  fair  to  all. 

The  problem  Is  most  argent  In  food,  mankind's  most  crlticnl  need,  The  i 
i  and  famine,  widely  fluctuating  prices  of  basic  foodstnfYs,  and  bre^kd 
In  the  system  of  storage  and  transportation  continue  to  afflict  mankind.  These 
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show  few  signs  of  abating.  And  in  the  long-run,  growth  in  demand  for  food 
threatens  to  outrun  the  expansion  of  supply. 

As  the  world's  largest  producer  and  exporter  of  food,  the  United  States  recog- 
nizes its  special  responsibility  : 

At  home,  we  have  been  committed  to  policies  of  maximum  food  production 
and  have  removed  all  production  restraints. 

Internationally,  we  have  proposed  a  system  of  grain  reserves  to  help  mod- 
erate fluctuations  in  world  prices  and  supplies. 
We  believe  that  our  grain  reserves  proposal  can  be  a  model  for  cooperation 
on  other  commodity  problems.  It  takes  into  account  the  interests  of  producers 
and  consumers.  It  makes  special  provision  for  the  concerns  of  developing  coun- 
tries. Its  reliance  on  buffer  stocks  minimizes  the  distortion  of  trade,  and 
improves  the  efficiency  of  the  market.  We  now  await  the  cooperation  and  com- 
mitment of  others  to  help  implement  this  proposal. 

Most  importantly,  we  are  increasing  our  assistance  to  developing  countries — 
not  merely  for  short-term  relief,  but  to  help  them  boost  their  own  agricultural 
production.  Our  bilateral  aid  programs  in  this  area  have  been  expanded  greatly. 
We  also  strongly  support  the  proposal  first  made  by  oil  exporting  countries  for  an 
International  Fund  for  Agricultural  Development.  We  have  announced  our  will- 
ingness to  make  a  contribution  of  $200  million,  or  one-fifth  of  the  worldwide 
goal  of  $1  billion. 

Other  commodities  are  of  critical  importance  to  many  countries,  either  as  pro- 
ducers or  consumers.  Many  developing  countries  depend  crucially  on  earnings 
from  commodity  exports  to  lift  their  people  above  subsistence  levels,  to  support 
basic  social  programs,  and  to  finance  the  beginnings  of  industrialization.  The 
solution  to  commodity  issues  will  affect  not  only  the  developing  countries,  but 
also  the  industrial  countries — who  are  in  fact  the  largest  producers,  consumers 
and  exporters  of  commodities.  The  economies  of  all  countries  are  affected  by  the 
instabilities  of  the  market — the  vulnerability  of  agricultural  commodities  to  the 
vagaries  of  weather  and  shifts  in  world  demand  :  the  sensitivity  of  agricultural 
and  mineral  markets  to  fluctuations  in  the  business  cycle  in  industrial  countries ; 
and  the  higher  prices  of  critical  energy  imports. 

At  the  Seventh  Special  Session  a  concensus  was  achieved  that  commodity 
issues  should  be  approached  cooperatively. 

The  United  States  position  is  that  a  realistic  and  constructive  approach  will 
require  that  we: 

Establish  producer-consumer  forums  for  discussions  of  key  commodities  ; 
Reduce  obstacles  to  producers'  access  to  markets  and  to  consumers'  access 
to  supplies ; 

Rely  more  on  buffer  stocks,  where  feasible  and  necessary,  in  preference 
to  restrictions  on  trade  and  production  ; 

Improve  the  productivity  and  marketability  of  agricultural  raw  materials  ; 
and 

Expand  worldwide  production  capacity  in  other  key  commodities. 
We  now  stand  ready  to  cooperate  in  establishing  producer-consumer  forums 
to  discuss  copper,  bauxite,  and  other  commodities.  We  plan  to  address  the  ques- 
lion  of  supply  and  market  access  in  the  multilateral  trade  negotiations  in  the 
next  several  months.  We  have  proposed  that  the  IFC  and  the  IBRD  make  available 
increased  financing  for  mineral  development  and  look  forward  to  progress  in  the 
near  future.  We  plan  to  support  the  UN  revolving  fund  for  national  resources 
exploration.  Finally,  we  have  proposed  establishment  of  an  organization  to 
finance  and  coordinate  research  on  non-food  tropical  products  to  improve  their 
productivity  and  competitiveness. 

We  look  forward  to  additional  discussion  of  these  measures  in  the  Raw  Ma- 
terials Commission. 

TRADE 

An  expanding  and  more  open  international  trading  system  is  a  principal  factor 
in  the  growth  and  development  of  both  developed  and  developing  nations.  We  are 
commuted  to  the  strengthening  of  this  system  so  it  can  better  serve  the  needs  of 
the  international  community  and  include  importantly  the  developing  nations. 

Trade  enables  nations  to  earn  their  own  way.  It  is  the  most  consistent  with 
national  dignity  and  with  the  efficiency  of  the  economic  system. 

Over  the  last  five  years,  in  a  major  step  of  international  cooperation,  all  the 
major  industrial  nations  have  committed  themselves  to  establish  a  generalized 
system  of  tariff  preferences,  giving  developing  countries  better  access  to  the 
markets  of  all  industrial  nations. 
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The  United  States  will  implement  its  generalized  system  of  preferences  In 
two  weeks  time.  Under  this  system  we  will  eliminate  duties  on  2,724  tariff 
items,  representing  some  19  percent  of  dutiable  non-oil  imports  from  eligible 
countries  in  1974.  This  will  oi>en  up  significant  potential  new  markets  for  tbe 
products  of  developing  countries  in  the  United  States. 

Tropical  products  are  a  promising  area  of  export  expansion  for  many  de- 
veloping countries.  The  international  trading  system  should  encourage  this 
expansion.  In  the  Multilateral  Trade  Negotiations  in  Geneva,  work  is  begin- 
ning on  a  package  of  tariff  concessions  on  tropical  products  for  early  implementa- 
tion. We  attach  much  importance  to  this  effort. 

Tariff  escalation — the  process  by  which  tariffs  are  progressively  increased 
on  goods  as  they  move  higher  on  the  ladder  of  processing — is  an  obstacle  to  the 
exports  and  industrialization  of  many  developing  countries.  At  the  UN  Special 
Session,  we  proposed  that  reduction,  or  in  some  cases  elimination,  of  tariff 
escalation  be  an  important  goal  for  the  multilateral  trade  negotiations.  The  effort 
to  identify  and  negotiate  specific  changes  will  begin  next  year. 

This  effort,  however,  is  related  in  our  view  to  the  issue  of  access  to  supply 
of  raw  materials.  Consumers  cannot  be  expected  to  improve  access  to  their  mar- 
kets for  finished  products  if  they  face  restrictions  on  supplies  of  related  raw 
materials.  Thus,  the  Geneva  negotiations  must  also  improve  access  to  supply 
as  well  as  access  to  markets. 

Reducing  or  eliminating  non-tariff  barriers  to  trade  is  another  major  task 
facing  the  international  trading  community.  We  will  make  a  particular  effort 
pedal  and  differential  treatment  for  developing  countries  in  this 
area. 

An  improved  and  strengthened  world  trading  system  would  not  be  complete, 
however,  if  it  did  not  ensure  greater  sharing  by  developing  countries  of  both 
benefits  and  responsibilities.  Developing  countries  should  gradually  take  on  the 
normal  obligations  of  reciprocity  and  trade  rules  as  they  progress. 

The  multilateral  trade  negotiations  are  the  most  effective  forum  for  pursuing 
all  these  objectives. 

The  United  States  put  forward  proposals  in  many  of  these  areas  at  the  recent 
meeting  of  the  Trade  Negotiations  Committee  in  Geneva,  as  goals  for  1976.  The 
developing  countries  will  also  benefit  from  progress  in  all  other  areas  of  the 
negotiations,  which  we  now  hope  will  be  completed  in  1977. 

The  United  States  is  committed  to  a  role  of  leadership  in  the  Multilateral 
Trade  Negotiations.  We  will  seek  rapid  progress  for  the  benefit  of  both  de- 
veloping and  develoi>ed  countries.  I  believe  that  this  conference  and  its  relevant 
commissions  should  endorse  the  work  of  the  MTN.  It  should  provide  continued 
support  for  the  negotiations  by  monitoring  and  contributing  ideas  to  the  work 
in  Geneva. 

GLOBAL  POVERTY 

Our  deliberations  here  must  address  the  plight  of  the  one-quarter  of  man- 
kind whose  lives  are  overwhelmed  by  poverty  and  hunger  and  numbed  by  in- 
security and  despair.  This  group  has  suffered  immeasurably  from  high  prices 
of  food  and  fuel.  Their  export  revenues  have  been  seriously  undermined  by 
global  recession. 

In    these   regions  less   than   one  person   in   five   is   literate;   one   baby   in    ten 

dies  in  childhood,  and  in  some  areas  closer  to  one  out  of  two:  life  expectancy 

is  Less  than  fifty  years:  and  birth  rates  continue  to  \h>  intolerably  high.  Public 

expenditures  for  education  and  health  care  are  low — ami  per  capital  Income  has 

declining  for  the  last  four  years. 

And  so  today,  alongside  the  Third  World  with  its  Increasing  power  and  asser- 
fiveness,   there  has  come  into  being  a   Fourth  World,   Where  human  beings  still 

-i  niggle  f<>r  bare  existence. 

In    one    international    conference    after    another,    we    have    all    pointed    to    the 

Fourth  World  with  sincere  intentions  of  giving  Immediate  help,  providing  long- 
term  assistance,  and  devising  social  arrangements.  We  have  agreed  that  this 

is  ;i    major  test    of  a   Just    international   structure.    It    is   time   for  all   of  us   here 
to  aft  on  our  words. 

Three  areas  need  Immediate  action. 

First,    many   of   the    poorest    eannol    finance  balance   of   payments   deficits    he- 

canse  they  cannot  gain  access  to  capital  markets  or  because  of  high  Interest 

rates  on  what    little  finance  they  can  obtain.  The  Trust    fund   which   the   United 
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States  proposed  in  the  IMF  to  provide  up  to  $2  billion  for  emergency  relief  is 
pf  special  benefit  to  them.  Let  us  reach  a  consensus  to  create  this  trust  fund  at 
next  month's  IMF  meeting  in  Jamaica. 

The  second  area  for  immediate  action  is  food  aid.  Xo  obligation  is  more  basic 
than  our  ensuring  that  the  poorest  are  fed.  This  fiscal  year  the  United  States 
expects  to  provide  more  than  six  million  tons  of  food  aid — or  more  than  60 
per  cent  of  the  ten  million-ton  global  target  set  by  the  World  Food  Conference 
and  a  20  per  cent  increase  over  last  year's  contribution.  Others  must  donate  their 
fair  share. 

Third,  the  poorest  countries  need  preferential  and  expanded  access  to  official 
concessionary  financial  aid.  The  United  States  will  do  its  part.  More  than 
70  per  cent  of  our  bilateral  development  assistance  now  goes  to  low-income 
countries.  The  concessional  financing  of  the  international  financial  institutions 
should  also  be  expanded.  At  the  Seventh  Special  Session,  my  government  pledged 
to  support  the  fifth  IDA  replenishment  and  the  regional  development  banks. 
We  are  making  every  effort  to  secure  Congressional  appropriations  for  funds 
already  committed.  We  hope  that  the  traditional  and  new  donors  will  help  the 
poorest  through  financial  contributions  to  both  bilateral  and  multilateral 
programs. 

Let  us  urgently  rededicate  ourselves  to  action  on  behalf  of  the  poorest  among 
us.  Such  action  is  the  responsibility  of  the  entire  world  community — not  just  the 
industrial  countries,  but  also  the  more  affluent  in  the  developing  world.  While 
no  one  commission  will  be  dealing  with  the  totality  of  problems  of  the  Fourth 
World  each  Commission  has  a  responsibility  to  be  conscious  of  the  need  for 
special  consideration  for  the  poorest. 

CONCLUSION 

Ladies  and  Gentlemen,  the  nations  and  economies  of  the  world  are  many;  our 
differences  are  great.  But  our  reasons  for  pulling  together  are  far  greater. 
Therefore,  our  dialogue  here  must  be  candid  but  with  a  positive  spirit  and 
cooperative  attitude.  The  prosperity,  the  progress  and  indeed  the  security  of 
the  world  may  depend  upon  whether  we  succeed  in  finding  realistic  answers  to 
the  kinds  of  problems  before  us  at  this  conference.  For  lasting  peace  around  the 
globe  will  depend  not  only  on  containing  conflict,  but  on  mounting  progress.  It 
requires  not  merely  the  preservation  of  stability,  but  the  fulfillment  of  human 
aspirations. 

The  issues  we  face  are  often  technical,  but  their  implications  could  not  be 
more  profound.  They  go  to  the  heart  of  our  future.  Only  rarely  in  history  does 
mankind  consciously  swing  out  from  familiar,  well-marked  paths  to  move  in  new 
directions.  Only  rarely  does  humanity  comprehend  as  clearly  as  we  do  today  that 
change  is  imminent  and  that  the  direction  to  be  taken  is  subject  to  human  decision. 
The  nations  of  the  world  face  such  an  opportunity  now. 

We  have  the  possibility  of  forging  international  relationships  that  will  govern 
world  affairs  for  the  next  several  decades.  We  can  bring  together  developed  and 
developing,  producer  and  consumer,  in  common  endeavors — or.  we  can  go  our 
separate  ways,  with  every  one  of  us  paying  the  price  for  a  lack  of  vision  in  lower 
standards  of  living  and  increased  international  tensions.  Mutual  interest  should 
bring  us  together  ;  only  blindness  can  keep  us  apart. 

The  American  people  have  always  believed  in  a  world  of  conciliation  rather 
than  a  world  ruled  by  intimidation,  pressure  or  force.  My  country,  in  spite  of  its 
own  strengths  and  advantages,  has  chosen  the  path  of  cooperation.  We  will 
remain  committed  to  that  path.  But  we  cannot  travel  it  alone:  others  will  have 
to  join  us.  All  of  us  here  must  base  our  policies  on  the  reality  that  we  have  a 
practical  and  moral  stake  in  each  other's  well-being. 

I  am  confident  of  our  cooperation  and  of  our  success.  The  result  will  be  a  fair 
and  prosperous  world  economy  of  benefit  to  all  nations,  and  with  it  new  hope, 
opportunity  and  justice  for  all  peoples. 

Thank  you. 
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